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Figure 3.5.3
Organic operations accounted for less than 1 percent of total crop acreage in 2008
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Source: USDA, Economic Research Service, based on information from USDA-accredited certifiers.

Still, many U.S. producers are embracing organic farming in order to lower input costs, conserve
nonrenewable resources, capture high-value markets, and boost farm income. While only a
small percentage of the top U.S. field crops—corn (0.2 percent), soybeans (0.2 percent), and
wheat (0.7 percent)—were certified organic in 2008, nearly 9 percent of U.S. vegetable crop
acres and 3 percent of U.S. fruit and tree nut acres were grown under certified organic farming
systems. Markets for organic vegetables, fruits, and herbs have been developing for decades
in the United States, and fresh produce is still the top-selling organic category in retail sales.
Organic livestock was beginning to catch up with produce in 2008, with 2.7 percent of U.S.
dairy cows and 1.5 percent of layer hens managed under certified organic systems.

Obstacles to adoption by farmers include high managerial costs and risks of shifting to a new
way of farming and limited knowledge of organic farming and marketing systems. According
to Lynn Clarkson, a top organic grain broker, specific obstacles to adoption in organic grain
production include the 3-year lag due to the organic transition period requirement, fewer organic
marketing outlets, the need for onfarm storage, the lack of third-party contractors for organic
pest and nutrient management, heavy managerial requirements, fear of criticism from neigh-
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bors, unknown risks, lack of government infrastructure support, and subsidies for ethanol that
increase demand for conventional grain supplies (Clarkson, 2007).

Producers also face many challenges once they have shifted to organic production. Respondents
to USDA’s 2005 organic dairy producer survey indicated that certification paperwork and
compliance costs were the most challenging aspect of organic milk production, followed
by finding new organic sources of feed and dairy replacements, higher costs of production,
and maintaining animal health (McBride and Greene, 2009). In the produce sector, a recent
California study of small and mid-sized organic farmers, producing mostly fruit and vegetables,
found that more than 80 percent reported marketing challenges—having too much or too little
volume, obtaining organic price premiums, locating and accessing markets, handling competi-
tion, and accessing information on pricing (Cantor and Strochlic, 2009).
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Conservation Policies

Conservation Spending

RogerlClaassen!

Some farming practices can degrade natural resources and the environment. Runoff and
leaching of sediment, nutrients, and pesticides, for example, can impair water quality. Other
practices can preserve and enhance our natural heritage and provide substantial benefits through
careful management of agricultural land. Enhancing wildlife habitat on agricultural land—for
example, by providing nesting habitat for migratory birds—can help increase wildlife popula-
tions. USDA’s conservation programs help agricultural producers improve their environmental
performance in many ways, including soil quality, water quality, air quality, wildlife habitat,
and greenhouse gas emissions.

A Portfolio of Incentives

The USDA conservation effort relies mainly on voluntary incentive programs to address natural
resource issues. This approach can avoid the inherent difficulties in regulating nonpoint sources
of pollution and can minimize economic harm to farmers by offering a range of incentives and
assistance programs:

* Land retirement programs generally compensate contract holders for removing land from
agricultural production for a period of 10 or more years and, in some cases, permanently.
Retired land must be planted to buffers, grass or trees, or restored to wetland condition.

* Working-land programs provide technical and financial assistance to farmers who install or
maintain conservation practices that support crop and livestock production. Common prac-
tices include nutrient management, conservation tillage, field-edge filter strips, and fences to
exclude livestock from streams.

* Agricultural land preservation programs purchase rights to certain land uses, such as housing
or other development, to maintain land in agricultural use.

* USDA provides, through Conservation Technical Assistance, ongoing technical assistance
to agricultural producers who seek to improve the environmental performance of their farms.

Environmental compliance is a notable exception to the largely voluntary nature of U.S. agri-
environmental programs. Under highly erodible land conservation provisions (often referred
to as “Sodbuster” for land not cropped before 1985 and “Conservation Compliance” for
land cropped before 1985), farmers who crop highly erodible land must apply an approved
soil conservation system or risk losing nearly all agriculture-related farm program benefits,
including commodity, conservation, and disaster payments. Under wetland conservation (often
referred to as “Swampbuster”), producers must refrain from draining wetlands or face the loss
of most agriculture-related program benefits.
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Conservation Spending Has Been Rising

Through USDA, the Federal Government invested more than $5.5 billion in voluntary agricul-
tural conservation incentives in fiscal year (FY) 2010 (table 4.1.1). Land retirement captured the
largest share of conservation spending (46 percent in FY2010), although funding for working-
land programs was substantial (35 percent). Most of the remaining expenditures were for
Conservation Technical Assistance (14 percent) and agricultural land preservation (5 percent).

Since the mid-1980s, USDA conservation program spending has been on the rise (fig. 4.1.1).
In 1986, with the beginning of the Conservation Reserve Program (CRP), USDA conserva-
tion spending was dramatically increased. For the next 17 years, until 2003, land retirement

Table 4.1.1
Funding for major conservation programs, 2007-10

Program and program type 2007 2008 2009 2010

Budget authority ($ million)
Land retirement programs

Conservation Reserve Program (CRP) 1,948 1,991 1,934 1,884
Emergency Forestry Conservation Reserve Program 10 8
Voluntary Public Access 0 12
Wetland Reserve Program (WRP) 248 183 436 630
Subtotal—land retirement 2,196 2,174 2,380 2,534
Working land programs
Environmental Quality Incentives Program (EQIP) 993 1,200 1,067 1,174
Agricultural Water Enhancement Program 60 60 73 72
Conservation Security Program* (CSP) 382 317 276 222
Conservation Stewardship Program** 0 0 9 390
Wildlife Habitat Incentives Program (WHIP) 42 85 85 83
Subtotal—working land 1,477 1,662 1,510 1,941
Agricultural land preservation
Farm and Ranch Land Protection Program (FPP) 73 96 121 150
Grassland Reserve Program (GRP) 13 3 48 100
Subtotal—land preservation 86 99 169 250
Other programs
Healthy Forest Reserve Program 2 2 10 8
Chesapeake Bay Watershed 0 0 23 43
Agricultural Management Program 5 7 15 15
Subtotal—other programs 7 9 48 66
Conservation Technical Assistance 627 712 730 762
Total, major conservation programs 4,393 4,656 4,837 5,553

*Discontinued by the 2008 Farm Act, although some funding continues because multi-year contracts are still
active.
**Created by the 2008 Farm Act.

Source: ERS analysis of USDA, Office of Budget and Program Analysis (OBPA) data.
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Figure 4.1.1
Trends in USDA conservation expenditures, 1983-2010*
$ Billion
6
Ag land preservation
5] (FPP and GRP)

Working lands conservation
47 (EQIP and predecessors,
CSP, and WHIP)

Land retirement (CRP and WRP)

Conservation Technical Assistance (CTA)
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*Constant (2010) dollars.
See full names of programs (EQIP, etc.) in table 4.1.1, p. 42.
Source: ERS analysis of USDA Office of Budget and Policy Analysis (OBPA) data.

dominated USDA conservation spending. During this period, about 90 percent of USDA
conservation payments made directly to farmers went for land retirement. Beginning in 2003,
conservation spending took another leap, largely because of a dramatic increase in funding
for working-land conservation programs. Most of the new money went to the Environmental
Quality Incentives Program (EQIP) and the Conservation Security Program (CSP; superseded
by the Conservation Stewardship Program). Between 2003 and 2010, working-land program
funding grew nearly tenfold.

With the growth of conservation programs over the past 25 years, conservation spending for
fiscal year 2010—expressed in constant dollars—was higher than at any time since 1960. In
1960 at the height of the Soil Bank program (a large land retirement program initiated in 1956),
conservation program funding was almost $5.8 billion in 2010 dollars.

It is not clear that conservation spending will continue to rise in the future. The Food,
Conservation, and Energy Act of 2008 reduced the CRP acreage cap to 32 million acres,
slowing spending in that program. If the demand for major commodities (e.g., corn, soybeans,
and wheat) continues to be strong and market prices for these commodities continue to be well
above historic levels, farmers may be unwilling to enroll land in CRP unless annual payments
are increased to match the profits from crop production. Under such a scenario, CRP expendi-
tures could jump or the program’s acreage could shrink.

For more information, see...

U.S. Department of Agriculture, Economic Research Service. 2012. “Conservation Programs.”
http://www.ers.usda.gov/topics/natural-resources-environment/conservation-programs.aspx
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Conservation Policies

Conservation Reserve Program:
Status and Trends

DaniellHellerstein

Now over 25 years old, as of June 2012 the Conservation Reserve Program (CRP) removes
over 29 million acres of environmentally sensitive farmland from crop production under 10-
to 15-year contracts. Over time, the program’s size and goals have changed, from its early
emphasis on limiting crop production and soil erosion to one that now considers a broad set of
conservation goals including wildlife, soil, water, and air quality. Driven by improvements in
conservation practices and changes in legislative mandates, commodity markets, and environ-

mental concerns, the CRP continues to evolve.

The 2008 Farm Act capped the program at 32 million acres, down from a peak enrollment of
36.8 million acres in 2007. The required reduction was achieved by limiting 2009 contract
extension offers to only 1.5 million of the 4.3 million expiring acres, yielding extensions on 1.1
million acres. High commodity prices also may be affecting program enrollment. CRP rental
rates are based on county average cropland rental rates that, while updated periodically, may not
reflect farmers’ long-term expectations. For example, between 2006 and 2011, net farm income
increased by about 80 percent while the cropland rental rates used by the program rose by about

40 percent.

As program acres shrank, in the 2010 and 2011 general signups a higher-than-usual propor-
tion of offers were accepted into the CRP—75 percent and 86 percent of offers respectively

Figure 4.2.1
While total enrollment in the CRP has contracted since 2007, acreage addressing
high-priority environmental concerns has expanded through continuous signups

Million acres $ Billion
40 2.5
CRP acres
35
—2.0
30
25 K 10077 1998\ 2009 —1.5
1991 continuous  Maior Annual program o ’
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1987 program start ) —0.5
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1CPA = Conservation Priority Areas identified as being in need of protection.
2EBI = Environmental Benefits Index used to rank offers.

3REX = Re-enrollment and Extension Program allowed farmers with contracts expiring between 2007 and 2010

to either re-enroll their lands or extend their contracts for up to 5 years. About 82 percent, or 28 million acres,
were approved for re-enrollment or extension.

Source: USDA, Economic Research Service.
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Figure 4.2.2
CRP acres in 2007, and percent change 2007 to 2012
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(compared with an acceptance rates ranging between 48 and 74 percent in the signups between
1997 and 2006). A high share of offered acres were re-enrollments (over 85 percent in 2011),
suggesting that the pool of landowners interested in the CRP may be shrinking. Furthermore,
enrollment seems to be shifting toward less productive land, with rental payments for newly
accepted general signup acres basically constant between 2006 and 2011.

As the total acreage enrolled via CRP’s general signups has declined, “continuous signups”—
including land in one of the many State-Federal conservation partnerships under the
Conservation Reserve Enhancement Program (CREP)—have increased. This acreage, which is
targeted to address high-priority environmental concerns and is subject to more stringent eligi-
bility requirements, grew from 3.7 million acres in 2007 to over 5.3 million acres in June 2012.
Further growth in continuous signups is likely as targeted conservation practices and sites are
identified. For example, about three-fourths of the 850,000 continuous signup acres allocated
to the 2008 State Acres for Wildlife Enhancement initiative have been enrolled. New initiatives
continue to emerge, such as the Louisiana Coastal Prairie CREP and expansion of Nebraska’s
Platte-Republican CREP, as high valued conservation opportunities are developed.
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Conservation Policies
Working-Lands Conservation Programs

MarcIRibaudo

With each of the last two Farm Acts, Congress has directed an increasing proportion of conser-
vation funding toward programs that assist producers in implementing conservation activities on
working lands (lands that are in active agricultural production). Much of the 17-percent increase
in conservation funding authorized by the 2008 Farm Act goes toward two working-lands
programs—the Environmental Quality Incentives Program and the Conservation Stewardship
Program. These programs provide producers with financial and technical assistance for imple-
menting and managing a wide range of conservation practices for crop, livestock, and forest
production.

Two Different Program Designs Are Used

The Environmental Quality Incentives Program (EQIP) is the largest working-lands program
in terms of funding and acreage. Established in 1996, EQIP’s principal objective is to (1)
promote production and environmental quality as compatible goals, (2) optimize environmental
benefits, and (3) help farmers and ranchers meet Federal, State, and local regulatory require-
ments. Financial assistance is in the form of a cost share. Farmers seeking to participate in EQIP
complete an application indicating which land on the farm will be enrolled, which resource
concerns will be addressed, and what practices will be used. Contract selections are made at the
State or local level. Total authorized funding for 2008-12 is $7.25 billion, 60 percent of which is
targeted to natural resource concerns related to poultry and livestock production. The remainder
is directed toward practices that address conservation priorities on working cropland. In 2010,
EQIP obligated $839 million to treat 13 million acres of land.

The goal of the Conservation Stewardship Program (CSP) is to encourage producers to address
resource concerns in a comprehensive manner by (1) undertaking additional conservation
activities, and (2) improving, maintaining, and managing existing conservation activities. To
participate in CSP, farmers and ranchers must, at minimum, have already addressed at least
one resource concern throughout their farm, and agree to address at least one additional priority
resource concern during the 5-year contract term. CSP pays participants for conservation perfor-
mance—the higher the performance, the higher the payment. Performance is measured with the
Conservation Measurement Tool. Using a point-based scoring system, the environmental bene-
fits associated with each activity are assessed. Additional activities receive a higher payment rate
than existing activities. This creates an incentive for landowners to provide more conservation
than a simple cost-share might. The 2008 Farm Act directs the U.S. Secretary of Agriculture to
enroll 12.77 million acres per year into CSP at an average cost of $18 per acre, or about $230
million per year. In 2010, CSP obligated $320 million to enroll 25 million acres of land.

Multiple Resource Concerns Are Addressed

Working-lands programs address multiple resource concerns on farms, including air quality
(odor, gaseous emissions), livestock and poultry (manure), fish and wildlife habitat, plant condi-
tion (forage quality, noxious and invasive plants), soil condition (organic matter, compaction,
salinity), soil erosion, water quality, and water quantity (drainage, irrigation). Water quality,
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plant condition, and water quantity received the largest shares of financial assistance in the
EQIP program (fig. 4.3.1). (Similar data are not available for CSP.)

Resource concerns addressed through EQIP vary widely across regions, driven largely by
climate and predominant types of agriculture (fig. 4.3.2). Water quantity is a major issue in
regions where irrigated crops are common: the Basin and Range, Mississippi Portal, Fruitful
Rim, and Prairie Gateway regions. Water quality and soil erosion are major concerns in the
Heartland, Mississippi Portal, Southern Seaboard, and Northern Crescent regions.

Figure 4.3.1
Distribution of EQIP contract obligations by resource concern, 2008-10
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Source: USDA, Natural Resources Conservation Service contract data, 2008-10.

Figure 4.3.2
Distribution of EQIP contract obligations by resource concern and region, 2008-10
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